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KEY ECONOMIC” INDICATORS : 


1972 1973 1974 1975© Change 

at Current Prices 
at Constant 1970 Prices 2,100 
Main Sources, at factor cost: 
—Agric.-Forestry-Fishing 22.0% 
——Manufacturing 16.0% 
—-Petroleum 15.0% 

apita, at current Prices ($) 610 14.2% 


(M brls) 2o.6 7.2 435. 55.3 
(M brls) 2.5 - $8.2 “2950 44.7 
(M $) 60 773 540 
211 a 00 
T mt) 3,300 3,200 3,400 3,200 
(T mt) i,7z20. 1,368 1,357 1,310 
(mM $) 109 109 114 130 
(T mt) 58 52 76 49 
(T mt) 61 70 59 61 
(M $) 43 67 67 60 
(T mt) 43 42 77 70 
(T mt) 47 30 69 54 
(M $) 24 27 103 55 
——Sugar: Production T mt 250 46 266 289 
Exports (T mt) 95 77 81 45 
(M $) 13 12 43 12 
--Fish/Seafood:Exports M $) 22 30 36 43 


(M $) 1972 1973 1974 1975©€ Changé | 
Export licenses liquidated f.o.b. 301.5 544.5 1050.3 
--U.S. Share of lic. granted (%) 38% 35% 41% 
Import licenses liquidated C.I.F. 249.3 345.7 617.6 
--U.S. Share of lic. granted (%) 30% 33% 37% 
Long-Term Capital net inflow 281.9 75:7 62.4 
—Direct Private Investment net 204.3 54.3 77.0 
Overall Balance of Payments 101.0 98.5 113.6 -111.4 -198.1% 
Gold & Fn. Exchange Reserves net 127.9 225.9 339.4 228.0 -33.7% 


MONEY & PRICES by Dec. 31 972. A973 je IS 
Money Supply with time deposits 409 531 758 920 
Credit from Banks - net change 10 20 144 110 

--to Private Sector 39 86 199 280 
External Debt Service Payments 37 *47 84 73 
External Debt Outstanding 325 350 341 335 
Retail Price Index (1970 = 100) 120.0 141.0 172.6 192.0 
Sources: Central Bank; International Monetary Fund; U.S. Embassy estimates 


*Percentage change from 1974 to 1975 





ECUADOR 


SUMMARY 


Despite reduced levels of petroleum production and exports 
during the first half of 1975, the Ecuadorean economy 
generally continued to boom throughout the year, with Gross 
Domestic Product rising impressively by an estimated 6.6% 
in real terms. However, the drop in oil export earnings 
through mid-1975 has left its mark on the economy: during 
the year as a whole, the country's net gold and foreign 
exchange reserves fell by about one-third; and some crimps 
remain in the budgets of the central Government and of the 
numerous quasi-governmental agencies that also share the 
oil export earnings. 


Since the last quarter of 1975, petroleum production and 
exports have been resumed at steady and rewarding levels 
that seem sustainable through 1976. Ecuador's balance of 
payments should also be helped by import curbs that have 
been in force since September on a wide variety of goods. 
But even if the curbs remain in force through all of 1976, 
Ecuador's imports of many goods and services will probably 
continue to surge to record-high levels (especially capital 
goods, raw materials and construction materials, which are 
largely exempted from the curbs). U.S. exporters have been 
expanding their share of the Ecuadorean market, which now 
ranks among the top ten for U.S. sales in Latin America and 
the Caribbean. Opportunities are also growing for U.S. 
private investments in Ecuador, and the Government of 


Ecuador is taking steps to encourage and facilitate such 
investments. 





CURRENT ECONOMIC SITUATION AND TRENDS 


1. Gross Domestic Product: GDP rose by an estimated 19 per- 
cent in current prices in 1975, or an impressive 6.6 percent 
in real terms, despite a drop in oil output. The agriculture- 
forestry-fishing sector is believed to have grown over 6 per- 
cent in real terms, and it remained the largest sector, 
although its contribution to GDP probably dropped a bit to 
roughly one fifth of the total. The manufacturing sector 
probably grew at better than an 8 percent real rate, contribut- 
ing over 16 percent of total GDP; and strong gains were scored 
in several smaller sectors, notably commerce, construction, 
housing and public administration. On the basis of these 
estimates, per capita GDP rose by over 14 percent (in current 
prices) to $610. 


With oil production now back to a steady and increasingly 
rewarding level, and with most other sectors expected to 
continue to grow moderately-to-strongly, 1976 should see a 
considerable acceleration of GDP growth, both overall and 
per-capita. 


2. Petroleum Production and Exports: In mid-1975 the GOE 
openly acknowledged that its oil policies till then had led 


to overpricing of Ecuadorean oil exports, a resultant sharp 
decline in oil export sales, an unwillingness on the part of 
the Texaco-Gulf consortium to step up investment in the key 
oil operations in Ecuador, and an unwillingness on the part 
of virtually all other foreign oil companies to undertake 
ventures in Ecuador for the discovery and development of ad- 
ditional oil deposits. In July 1975 the GOE reduced its 
"take" of Texaco-Gulf's export earnings, thus permitting a 
more competitive oil export price. Production and exports 
promptly upturned, and have remained at quite steady levels, 
appreciably easing the budgetary situation of the GOE and 

of the numerous quasi-governmental and private entities 

that also have an earmarked share of oil export earnings. 


Moreover, the GOE since mid-1975 has begun to resolve some 
of Texaco-Gulf's long-standing grievances, and the GOE is 
currently engaged in discussions with these companies which 





seem to be further easing frictions and seem likely to lead 

to significantly stepped-up investments by these U.S. 

companies in Ecuador in the near future. Successful resolution 
of Texaco-Gulf's problems would go far to encourage other 
foreign oil companies to undertake ventures in Ecuador. 


As a member of OPEC, the GOE increased its take of oil earn- 
ings as of October 1, 1975, following OPEC's call for each 
member to raise its take by 10 percent; but the GOE limited 
its increase to only some 4 percent (by applying certain 
OPEC-permitted differentials), and thus probably preserved 
or enhanced the price-competitiveness of Ecuadorean oil 
exports. 


Barring unforeseen major obstacles, it appears that oil 
production can and will be maintained at about the present 
level of 190,000 barrels per day, and exports at 153,000 
BPD, throughout 1976. With the recent price increase, this 
outflow should yield a record-high inflow of oil revenues. 


3. Traditional Products and Exports: The drop in oil earnings 
in 1975 was accompanied by a drop in Ecuador's"traditional" 
exports, attributable largely to decreases in world prices 
for cocoa and sugar. Prices were up for the other 


and most important agricultural export, bananas, but Ecuador's 
volume of production was down, resulting in a less-than- 
spectacular gain in banana earnings. Earnings from exports 

of fish and seafood are proj ected to have continued to rise 
markedly, making these increasingly important and reliable 

as a money-earner for Ecuador. 


"Traditional" earnings in 1976 will again be affected mainly 
by world commodity price trends, which at this stage are 
generally not predictable. However, production of hananas -and 
of cocoa are expected to be about the same as in 1975, while 
goodly increases are expected in production of coffee, sugar 
(supplemented by large carry-over stocks) and fish and other 
seafood. Even if prices for some of these decline, the overall 
gains in output may yield an aggregate gain in traditional 
export earnings. 


The long-range outlook for Ecuador's agricultural sector is 
currently beclouded by the GOE's agrarian reform program, 
under which certain private lands are to be taken over by 
the GOE on January 1, 1976; at this writing, there is much 





uncertainty as to which lands are to be expropriated, and the 
uses to be made of them. Presumably, many private landowners 
are delaying and/or revising their investment plans in the face 
of these uncertainties. But the GOE has asserted repeatedly 
that the coming expropriations will result in more intensive 
use of available arable land. 


4. Imports: The oil boom that began in Ecuador in 1972 touch- 
ed off an import boom that continued unabated even after the 
oil boom receded starting in mid-1974. Imports soared some 

40 percent in 1973 and 80 percent in 1974. During the first 
half of 1975, while export earning plummeted 40 percent 

below the first half of 1974, imports rose by 66 percent. 

The GOE imposed a ban on imports of automobiles and light 
pick-up trucks, effective June 1, and in August imposed severe 
duty surcharges on a very broad array of imports. The latter 
measure touched off widespread vehement protests, which to 

some extent triggered the unsuccessful coup attempt of 
September 1. In mid-September, the GOE rescinded the surcharge 
on certain imports deemed essential, and lowered the surcharge 
on the other affected imports but imposed for these a require- 
ment for advance deposits of import duties. Latest avail- 

able data (through mid-November) indicate that these curbs 

had not yet much retarded actual imports; however, they strongly 
retarded the number and value of import licenses issued during 
late 1975, presaging a downturn in actual imports during early 
1976 as compared with early 1975. 


The coming downturn is expected to be registered mainly in 
consumer goods. Most other categories of imports are expected 
to continue growing, especially those that are largely exempt- 
ed from the import curbs: construction materials; capital 
goods for industries; and raw materials for agriculture. 
Moreover, because of price increases, import payments in 1976 
as a whole will probably total even more than in 1975 even 

if the import curbs are maintained throughout 1976. 


5. Balance of Payments: Central Bank data, based on licenses 
liquidated, indicate a fairly large surplus in Ecuador's trade 
balance in 1975, despite the drop in export earnings and the 
continued boom in imports; however, these data based on licenses 
liquidated tend to overstate export earning (because oil 
earnings are registered at a hypothetical level which is 
invariably larger than actual earnings), and the data understate 
import payments (because various kinds of public-sector imports 





do not require licenses). Accordingly, it seems likely that 
the actual merchandise trade flows in 1975 were in rough 
balance. 


Up-to-date data are not available regarding the capital ac- 
count, but the net inflow of long-term capital is believed 
to have been little if any greater than in 1974, and the net 
inflow of direct private investment was probably somewhat 
lower than in 1974. 


As a result of these adverse trends, the overall balance of 
payments will be in deficit by an estimated $111.4 million in 
1975, bringing net reserves of gold and foreign exchange down 
to about $228 million as of the end of the year--a drop of 
about one-third from the record-high level at the end of 1974. 


The balance of payments is expected to improve appreciably in 
1976, assuming that oil exports remain at their present level, 
that the rate of growth of imports decelerates in response to 

the curbs now being applied, that foreign oil companies resume 
investing in Ecuador to some significant extent, and that plan- 
ned official borrowings materialize. However, current projections 
for 1976 as a whole indicate that the improvements will not be 


enough to yield an appreciable increase in gold and foreign 
exchange reserves, and these will likely remain more or less 
stationary, at a level which, though far from optimal, is not 
very worrisome. 


6. Money, Credit and Price Inflation: The supply of readily 
spendable money (currency in tha hands of the public, and demand 
deposits) has been remarkably stable throughout 1975. The volume 
of net credits from the banking system also has been virtually 
static, since mid-1975---even though there has been a continuing 
significant growth of net credits to the private sector, except- 
ing the private commercial sector (for which credits are being 
squeezed in order to restrain imports). 


Reflecting the stable state of money and credit supply, the 
rate of inflation has been decelerating, from over 22 percent 
in 1974 to an estimated 12 percent in 1975 as a whole and a 
lower rate in recent months. However, inflation may start 

to heat up again in the early months of 1976, as a GOE-decreed 
rise in the domestic price of sugar is expected to go into 
effect, the GOE is scheduled to end its subsidization of the 
domestic price of wheat, and pressures will be mounting for 
the GOE to decree a general rise in minimum wages. 





7. Government Budget and Other Public-Sector Plans: Public- 
sector projects already under way in Ecuador and projects 


scheduled to be initiated in 1976 should continue to make this 
country an exceptionally favorable market (in proportion to 

its area and population) for suppliers of capital goods, 
construction materials and technical services. The GOE's 
budget for 1976 will be contributing less than previously to 
the country's economic development, with appropriations in 

this category totaling barely 3% percent more than in 1975 

or actually a decrease in constant dollars; but appropriations 
in the "social development" category are up some 30 percent, 
with large increases for education and health projects. More- 
over, the special extra-budgetary fund (FONADE) for development 
projects financed out of the country's oil export earning seems 
likely to increase its resources and outlays in 1976, not only 
because of the anticipated improvement in oil export earnings 
but also because of planned supplements to this fund from the 
flotation of Ecuadorean bonds in the Venezuelan market and 

from part of a planned borrowing by the GOE from a consortium 
of U.S. banks. 


IMPLICATIONS FOR THE UNITED STATES 


1. U.S. Exports: U.S. exports to Ecuador are estimated to 
have increased by over 40 percent in 1975 as compared with the 
previous year, making Ecuador one of the top ten markets for 
U.S. export sales in all of Latin America and the Caribbean. 
The U.S. share of the fast-growing Ecuadorean market has been 
gaining strongly in recent years, from 30 percent in 1972 to 
an estimated 38 percent in 1975. Even with the anticipated 
deceleration of the growth of Ecuador's imports in 1976, the 
market should remain an exceptionally attractive one for U.S. 
exporters. 


In 1976 the Ecuadorean market will offer good opportunities 

to U.S. suppliers of capital goods, raw materials, construction 
materials and a wide variety of technical services. Government 
entities will continue issuing public tenders for the desidn, 
construction and equipment needs forlarge electrification, 
irrigation and telecommunication projects. Tenders may also 

be announced for equipment to modernize or expand several 





ports and airports as well as the country's railway system. 
There will also be opportunities for increased sales of road 
construction equipment. The Government may also proceed with 
plans to contract for the construction of a munitions factory 
and a shipyard. Although agricultural tractor purchases are 
likely to be reduced, the market for most other agricultural 
equipment should remain active. As the building boom continues 
U.S. exporters will also find a continuing private market for 
various construction machinery and supplies. 


In the face of the GOE's credit squeeze on Ecuadorean importers 
and the recently-imposed import duty surcharges and advance 
deposit requirements, U.S. exporters will find it increasingly 
necessary and worthwhile to offer relatively generous payment 
terms to their Ecuadorean customers. So long as these import 
curbs remain in force--which is likely to be through most if 
not all of 1976--many Ecuadorean purchasers will buy from the 
supplier who offers the best payment terms rather than the 
supplier who offers the best price. 


2. U.S. Investments: Ecuador is now entering the planning 


stage fcr a number of sizable new investment projects. Although 
most of these are in the public sector, the GOE is looking 
mainly to domestic and foreign private investors to supply the 
required capital. 


Particularly noteworthy is the petrochemicals sector, for which 
Ecuador has received assignments under the Andean Pact for the 
development of an enormous complex during the late 1970's. 

While some knowledgeable observers believe there is not much 
likelihood that such a complex could be realized as fully as 

the GOE hopes, there is likely to be much activity in this sector 
in coming years. Similarly, the Andean Pact's assignments to 
Ecuador in the automotive sector may generate large investment 
activity (although at this writing the Andean Pact countries are 
wrangling about these assignments, and may not be able to come 
to an agreement). 


In any case, the Minister of Industries and the Minister of 
Finance in recent months have initiated a number of measures 
to encourage and facilitate foreign private investment in Ecua- 
dor. At the same time, the United States Government is resuming 
its offers of assistance through the Overseas Private Investment 





Corporation (OPIC) to U.S. investors interested in undertaking 
ventures in Ecuador. OPIC has decided to renew its incentives 
for stimulating U.S. private investment in Ecuador. The 
incentives--such as direct financial assistance to U.S. investors, 
insurance against inconvertibility, and political risk insurance-- 
had been suspended since 1971 for projects in any of the Andean 
countries, principally because OPIC deemed certain provisions 

of the Andean Pact to be incompatible with OPIC requirements 
regarding insurance against political risks. Since it is only 
the latter kind of assistance that is affected by the Andean 

Code, OPIC has decided to resume offering its other kinds of as- 
sistance, and has declared its intent to offer political risk 
insurance for projects for which the GOE agrees to some mutually 
acceptable arrangement for handling disputes. 





Telephone Directory of 
Country Marketing Managers 


Commercial and economic information on most trading partners of the United 
States is available from the Bureau of International Commerce, U.S. Depart- 
ment of Commerce. 


The Bureau is organized geographically with a Country Marketing Manager 
responsible for a country or group of countries as listed below. Assistance or 
information about marketing in these countries may be obtained by dialing 
these key people directly: 202-967 pius the given extension. 


Africa Far East 
West and Central Africa 3865 Australia and New 
East and South Africa 4927 Zealand 3646 
Europe East and South Asia 5401 
France and Benelux Japan 2425 
Countries 4504 Southeast Asia 2522 
Germany and Austria 5228 Latin America 
Italy, Greece and Turkey 3944 Brazil, Argentina, 
Nordic Countries 3848 Paraguay and Uruguay 5427 
Spain, Portugal, Switzer- Mexico, Central America 
land and Yugoslavia 2795 and Panama 2314 
United Kingdom and Remainder of South 
Canada 4421 America and Caribbean 
Countries 2995 


Special units within the Department of Commerce have been created to deal 
with particular marketing situations: 


Commerce Action Group for the Near East 


North Africa 5737 
Near East 
Bahrain, Iraq, Jordan, Kuwait, Lebanon, Oman, 
Peoples Democratic Republic of Yemen, Qatar, 
Saudi Arabia, Syria, United Arab Emirates, Yemen 
Arab Republic 5767 
Iran, Israel, Egypt 3752 


Bureau of East West Trade 


Eastern Europe 2645 
USSR 4655 
Peoples Republic of China 3583 
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U.S. INDUSTRIAL OUTLOOK puts the facts at your 


fingertips. It could be the best investment you will 
make this year. 


A great bargain for small business: the services of a 
staff of 100 industry analysts for $5.45 per copy. 
Helpful statistics, analyses and comments on more 
than 200 industries to back up your own business 
judgment. 


U.S. INDUSTRIAL OUTLOOK 1976 gives you the facts 
you need about actual product and industry shipments, 
exports, imports, employment trends since 1967 with 
projections for 10 years into the future. 
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